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KEY ECONOMIC INDICATORS 


All values in million U.S. $ Exchange Rate: US $1.00= 
unless otherwise stated. 1 Balboa 


C pi/ 
1975 == & Change 


ITEM 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 1,472. 2 8 18. 
GDP at Constant (1960) Prices 1,101. 5139. ic 3% 
Per Capita GDP, Current Prices 919. 3 : as ATs 
Bananas (million boxes 
exported ) 29. : 2h. 
Crude Oil (million barrels 
processed ) 26. ; 5 -3. 
Valuation of Panama City Building 
Permits Issued 96. 


Unemployment in Metropolitan Area 8. 18. 
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BANKING * 

Loans & Discounts 

Volume of Loans Granted 
Residents 
Foreign 

Bank Deposits, Total ** 
Demand, Domestic 
Demand, Foreign 
Time/Savings, Domestic 
Time/Savings, Foreign 


h6. 
2h. 
=16. 
38. 
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63. 
15. 
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FUNDED PUBLIC DEBT * 

Central Gov. Total js 30. 
Domestic ‘ * . 30. 
External . : 30. 

External Debt Svc. as % of 
Current Govt. Revenues . ‘ is 23% 


CONSUMER PRICE INDEX (1962 base 
yr. for med./low income groups, 
average each year.) 


BALANCE OF PAYMENTS AND TRADE 
Balance of Payments (Goods 
& Svcs. ) 109. -259.6 
Commodity Exports (FOB 
Registered) 135. 203.1 
U.S. Share 43. 48.8 62. 
Commodity Imports (FOB) 48, 731.1 583. 
U.S. Share 34. 26.2 % 2h. 
Gross Flows to Panama from 
Canal Zone *** 187. 236.9 E n.a. 26.3 


NOTES: E-Estimate; P-Preliminary; R-Revised; (I) (II) (III) Quarters *Year end balances 
except as noted; **Excludes domestic and foreign inter-bank deposits; *** Wages 
paid Panamanians, other services and goods purchased, transfers. 1/ Percent 
change with similar period. 





SUMMARY 


Approaching the end of 1975, Panama found itself still in a economic 
slump, and the economic growth rate for the year was expected to be 
not more than 2%, compared with 3.5% in 1974 and 6.5% in 1973. The 
Government increased consultations with groups representing all 
sectors of the economy and its efforts to strengthen confidence on 
the part of private enterprise. Programs for financing housing con- 
struction continued to receive emphasis in an attempt to bolster the 
sagging building industry. High unemployment, particularly in the 
metropolitan area, was a major concern. Many businessmen reported 
commercial sales were down through a good part of the year and com- 
plained of the tightening of bank credit, after an extended period 
of rapid expansion of the banking sector. A number expressed guarded 
hope for a noticeable improvement in business conditions early in 
1976. The support for continuation of negotiations on a new canal 
treaty expressed by groups in the U.S. such as the Chamber of Com- 
merce were welcomed by local counterparts. 


Government spokesmen predicted that the economy had reached its 
levelling off point and that recovery was on its way. Agriculture 
in general had a good year, the inflation rate dropped considerably, 
and Panama's trade deficit was down. Prospects appeared good for 
successful conclusion shortly of separate negotiations between the 
Government and the two U.S. firms concerned regarding 1) the Govern- 
ment's planned acquisition of United Brand's local facilities for 
banana production and 2) the joint exploitation with Texasgulf Inc. 
of the large Cerro Colorado copper deposit. 
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THE CURRENT ECONOMIC SITUATION AND TRENDS 


Positive Signs: The rate of inflation and the trade deficit were both 
down. The rate of increase in the local consumer price index, which 
averaged 17% during 1974, dropped to 3.6% for the twelve-month period 
ending September 30, 1975, with both food and housing costs holding 
remarkably steady. Wholesale prices at the end of the second quarter 
were up 15% over twelve months, compared with an average 26% increase 
during 1974. Value of Panama's exports during the first three quarters 
of 1975 had increased by 46% compared with the same period last year, 
while imports were up only 9%. The value of sugar exports for the first 
nine months of 1975 was almost double that of a year ago, and banana 
shipments had increased by 24%. The value of refined petroleum products 
exported rose 63%. The slowdown in imports (which increased by 63% 
during 1974) was attributable to the relatively stable price of crude 
oil during 1975 and a slackening in import demand due to the economic 
Slump. One anticipated result was a fall in the year's balance of 
payments current account deficit. 1975 was a good year for agriculture 
in general; in addition to the jump in banana production, a bumper 

rice crop was harvested. This tended to offset the effects of the 
economic slump in the provinces. 


Negative Signs: Construction continued as the poorest performing 
sector of the economy. The value of building permits issued in Panama 
City through the third quarter was 17% below that of the corresponding 
period in 1974, a year which had already shown a 39% drop from record 
high totals of 1973. Almost half of new local construction through 
the third quarter of 1975 (48%) was for public sector projects, com- 
pared with 19% for the same period last year. The government-induced 
program by private banks to finance $20 million in new low and middle- 
income housing announced early in 1975 got off to a slow start, but 
the Government announced late in 1975 new resources to be made available 
for financing of housing, including a $15 million loan by private 
foreign banks to the official National Mortgage Bank. An additional 
measure to spur building activity as the dry season began at year's 
end was a suspension of certain real estate taxes for a period of ten 
years on new construction. 


Government pronouncements showed increasing preoccupation concerning 
unemployment, especially in the Panama City-Colon areas. Official 
statistics indicated an increase in unemployment, from 7.1% in early 
1974 to 8.5% in the middle of 1975 for Panama City (and from 5.6% to 
6.3% during this span for the country as a whole). After years of 
continuous robust expansion, the value of trade through the Colon 
Free Zone during the first half of 1975 rose by less than 1% compared 





with last year, which denoted a decrease in the volume of goods traded. 
Panama's tourism boom has also hit a small bump--arrivals of tourists 
at Tocumen during the first three quarters of 1975 fell 4% below the 
same period last year. The estimated value of manufacturing rose by 
3% over the previous quarter in the first three months of 1975, was up 
by 4% in the second quarter, and then dropped 1% in the third. 


Government Activity: The Government has accelerated its public sector 
investment program, up 40% in 1975 over the previous year. While 
helping to take up some of the economic slack, this did not induce an 
increase in private investment which, through 1973, was concentrating 
increasingly in the construction sector and which has not yet recovered 
from the end of the building boom in that year. During the fall the 
Government undertook a series of consultations with groups representing 
all sectors of the economy in an effort to identify problems and 
strengthen confidence on the part of the private sector. Late in 1975, 
the Government promulgated the law establishing the National Financial 
Corporation (COFINA), which will have an initial capital of $20 million. 
It is intended to provide medium and long-term financing primarily for 
industrial development projects, both private and state. 


A reported goal of the Government's 5-year development plan, now in its 
final stages of preparation, is a doubling of the Panamanian per capita 
income. The plan reportedly will require $1.8 billion in foreign in- 
vestment. Negotiations with Texasgulf Inc. concerning a joint venture 
for one of the most ambitious of the planned projects, the exploitation 
of the large Cerro Colorado copper deposit, are expected to be concluded 
shortly. 


The Banking Scene: Activity in Panama's financial center continues to 
expand but at a slower pace than during the recent extended period of 
phenomenal growth. Assets of the local banking system rose to $7.2 
billion at the end of the third quarter, an increase of one third over 
a twelve-month period. Offshore loan activity continued brisk through 
the third quarter, while a tightening of credit locally resulted in a 
drop in the volume of domestic loans of 16%. 


Two separate groups of foreign commercial banks have provided recent 
Eurodollar credits to Panama in addition to that for the National 
Mortgage Bank mentioned above--a $45 million loan arranged in May by 
Citicorp International Bank for several projects in this year's 
Government investment budget, and a $25 million loan in October 
arranged by Continental Bank of Chicago for the government-owned La 
Victoria sugar mill complex. Major loans by U.S. and international 
lending institutions during this time included a $19 million Exim- 
bank credit to La Victoria for construction of a new sugar mill at 





Alanje, Chiriqui Province; an AID loan of $11 million for education 
programs; and a $30 million Interamerican Development Bank loan for 
rural road development. There has been increased public attention 
paid the rapid increase in Panama's public debt, which for the central 
government rose by almost one third in the twelve-month period ending 
June 30, 1975. 


Canal Transits Down; The recession-induced slackening in world 
commerce has reduced the number of ships transiting the Panama Canal, 
a drop of 9% from July through November 1975 compared with the same 
period in 1974. This has brought public expressions of apprehension 
locally regarding the effect on the Panamanian economy of any cut—back 
in Canal operations which might result from a continued drop. Some 
14,000 Panamanian citizens work as employees of U.S. Government 
agencies in the Canal Zone or of contractors working for those 
agencies, representing two-thirds of the civilian workforce in the 
Canal Zone. Wages, salaries, retirement and disability payments to 
Panamanian residents currently or formerly employed in the Canal Zone 
plus goods and services purchased in Panama by Canal Zone agencies, 
and residents contributed to estimated gross receipts of some $237 
million in 1974 accruing to Panama from the Canal Zone. 


A Relatively Good Agricultural Year: On the agricultural front, 1975 


began with abnormally dry weather and ended with too much rain. In 
spite of this, rice production was expected to reach a new record, 
adding to a considerable carryover from the previous year's harvest. 
Other staple crops have at least held their own. As indicated above, 
increased sugar production brought this commodity to the forefront 

as an important export. Meat exports to the U.S. reached the agreed 
voluntary restraint level for 1975 of 2.5 million pounds, roughly the 
amount exported also in 1974. Landings of shrimp have fallen for the 
second successive year, dropping 13% through the third quarter of 1975. 


Shipments of bananas rose again for the first year since 1971, showing 
an increase of 24% for the first three quarters of 1975. Continuing 
discussions between the Government of Panama and the country's principal 
banana producer and exporter, United Brands, regarding the Government's 
acquisition of the company's local productive facilities were expected 
to reach a successful conclusion shortly. 


Tourism Plans Move Forward: While the number of visitors is slightly 
down, as indicated above, plans for facilities to meet the expected 
upturn in tourism are being pushed. Panama City's first new major 
hotel in several years, the Holiday Inn, partially opened for business 
in November and will be completed early in 1976. Expansion plans for 





the popular Hotel El Panama have encountered a number of obstacles 

but are again on course. Construction of the Panama City convention 
center complex is well under way, with completion expected in 1977, 
and work on the new Tocumen International Airport terminal building 
has begun. Development of a major resort area on Contadora Island 

in the Gulf of Panama has been taken over from the Melia Corporation 
of Spain by Government-backed local interests in an effort to maintain 
it as a viable project. 


IMPLICATIONS FOR US EXPORTERS 


Imports Reach Plateau in 1975: After bounding upward to $1.2 billion 
in 1974, Panama's imports appeared to have levelled off, with allowance 
for inflation, at around $1.3 billion. This wnofficial estimate was 
based on projected imports for internal use of about $800 million and 
into the Colon Free Zone of about $480 million. US suppliers are 
finding Panama an attractive market because of its relatively large 
size, concentration, and the ease of dealing here because of the 
absence of exchange controls, the use of the US dollar as currency and 
the minimal controls on trade and business. US sources accounted for 
42 percent of Panama's non-petroleum imports in 1973 and 1974, indica- 
ting a continuing preference for US products in this country. 


Shift Toward Capital Goods Anticipated: As noticeable buyer resistance 


in consumer goods and a private sector slow-down continue to restrain 
overall import growth, increased local Government requirements on 
public sector projects are resulting in a shift toward more capital 
equipment in the import mix. Projects for which equipment orders or 
imports are expected to take place during 1976 include the following: 
Bayano Hydroelectric Plant; Pacora, Chiriqui and Santiago Sugar Mills 
(both field and mill equipment); Calzada Larga Cement Plant; and 
Tocumen International Airport (most orders for the latter have already 
«been placed). > 


Because procurement for such projects usually is accomplished through 
open bidding and with less than 90-days notice, US suppliers will need 
to ensure that their local agents follow project developments closely 
and that they are alert to bid advertisements. 


Other Good Prospects: Prospects are expected to continue to be very 
good over nearly all the range of consumer and capital goods owing 
to Panama's heavy reliance on imports (corollary to an absence of 
extensive domestic manufacturing), relatively high per capita incomes 
and preferences for US products. An attempt to list briefly products 
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having best sales potential would therefore unavoidably omit many 
good prospects. 


The larger number of medium to upper-income housing units being com- 
pleted through 1976 should sustain purchases of general home products, 
decor items and home appliances. Hotel construction and public, low- 
cost housing projects are expected to support significant imports of 
builders hardware and supplies. 


The following list of development projects under way or near initiation 
should indicate to US suppliers additional import and contracting 
opportunities: 


Projects Under Way 


Bayano Dam and Hydroelectric Generating Plant (150 MW, initial) 
Las Minas Power (40 MW thermal ) 

Third Power Project (25 MW thermal, transmission and distribution) 
Inter-American Highway 

Tocumen International Airport 

Major Housing Projects 

Telecommunications Improvement and Extension 

Agriculture and Livestock Improvement 

Sugar Mills (expansion at Santiago and new Pacora mill) 

Tourism and Convention Center 


Expansion of El Panama Hotel (440 rooms) 
Education Expansion 

Rural and Community Health and Nutrition Projects 
Cooperative Development and Marketing 

Contadora Resort Development 


Projects Under Study or Near Initiation 


La Fortuna Dam and Hydroelectric Generating Plant (170 MW, initial) 
Inter-American Highway (100 miles not yet contracted) 

New Transisthmian Highway 

Cerro Colorado Copper Mine (Development Stage) 

Transisthmian Oil Pipeline and Refinery 

Colon-Las Minas Container Port 

Master Plan for Development of Industrial Park and Free Port Zone (Colon) 
Sugar Mills (Chiriqui and Cocle) 

Steel Plant 

Cement Plant 

Fishing Port 

Chorrera-Tocumen Highway 

Hotels (total of 1,200 rooms) 
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